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SUBJECT: COTTON CONTRACTS - SHIPPING PROBLEM 

1. ON APRIL 30, 1973 CENTRAL BANK ISSUED MEMORANDUM TO 
AUTHORIZED AGENT BANKS NO. 57 WHICH REQUIRED THAT ALL LETTERS 
OF CREDIT UNDER CCC PROGRAM CARRY CONDITION THAT COTTON BE 
SHIPPED ON PHILIPPINE FLAG VESSELS WHENEVER SUCH VESSELS ARE 
AVAILABLE AT PORT OF SHIPMENT. MEMORANDUM PROVIDES FOR 
WAIVER BY PHILIPPINE CONSUL IF PHILIPPINE FLAG VESSEL IS NOT 
AVAILABLE. FOR READY REFERENCE TEXT OF MEMORANDUM IS REPEATED 
VERBATIM BELOW. QUOTE EFFECTIVE IMMEDIATELY AND IN 
ACCORDANCE WITH THE PROVISIONS OF PHILIPPINE FOREIGN SERVICE 
CIRCULAR NO. 765, ALL LETTERS OF CREDIT COVERING IMPORTATIONS 
UNDER THE COMMODITY CREDIT CORPORATION (CCC) EXPORT CREDIT 
SALES PROGRAM SHALL CARRY THE CONDITION THAT THE COMMODITY 
INVOLVED BE SHIPPED ON PHILIPPINE FLAG VESSELS WHENEVER SUCH 
VESSELS ARE AVAILABLE AT THE PORT OF SHIPMENT. 

ALL SHIPMENTS WHICH ARE NOT LOADED ON PHILIPPINE 
FLAG VESSELS BY REASON OF NON-AVAILABILITY OF SAID 
VESSELS. SHOULD BE ACCOMPANIED BY CERTIFICATIONS TO 
THAT EFFECT, WHICH SHOULD BE ATTACHED, STAMPED OR 
PRINTED ON THE CONSULAR INVOICES, SAID CERTIFICATIONS 
TO BE DULY SIGNED AND ATTESTED TO BY THE PHILIPPINE 
CONSULATE AT THE PORT OF SHIPMENT. 
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OF THE PHILIPPINE FLAG VESSEL MAY BE ALLOWED AS THE 
PERIOD WHICH MAY BE CONSIDERED IN DETERMINING WHETHER 
OR NOT A PHILIPPINE FLAG VESSEL IS AVAILABLE. 

ACCORDINGLY, NO CONSULAR INVOICES COVERING SHIPMENTS 
UNDER THE CCC EXPORT CREDIT SALES PROGRAM SHALL BE 
CERTIFIED BY PHILIPPINE CONSULATES UNLESS THE FOREGOING 
REQUIREMENTS ARE COMPLIED WITH. (SGDM) G.S. LICAROS 
GOVERNOR END QUOTE 

2. PROCEDURE FOR WAIVER OF PHILIPPINE REQUIREMENT 

THUS EXISTS AND APPEARS READILY AVAILABLE FOR RECOURSE BY 
U.S. SHIPPERS. WE DO NOT UNDERSTAND THEIR REPORTED 
READINESS TO CONSIDER OVERLAND SHIPPING EASTWARD TO 
GULF PORTS FOR LOADING ON PHILIPPINE SHIPS SAILING 
WESTWARD. MORE LIKELY, U.S. SHIPPERS MAY BE TEMPTED TO 
UTILIZE LAND BRIDGE THE OTHER WAY, THAT IS, SHIPPING 
OVERLAND TO CALIFORNIA FOR MARINE TRANSPORT ON NON- 
PHILIPPINE FLAG VESSEL. 

3. IN ADDITION TO SHIPS LISTED REFTEL, WE UNDERSTAND 
THERE ARE OTHER PHILIPPINE FLAG VESSELS CALLING GULF 
PORTS - E.G., PRESIDENT QUIRINO AT NEW ORLEANS ON 
AUGUST 26 AND HOUSTON ON SEPTEMBER 3, AND PRESIDENT 
MAGSAYSAY ON OCTOVER 28 AND NOVEMBER 4 RESPECTIVELY. 

A FEW PHILIPPINE FLAG VESSELS REPORTEDLY ALSO CALL ON 
WEST COAST. IN ANY CASE. PHILIPPINE CONSUL IN LOS 
ANGELES, SAN FRANCISCO, AND NEW ORLEANS CAN CERTIFY 
TO NON-AVAILABILITY OF PHILIPPINE SHIPS. WE WOULD 
ASSUME NON-AVAILABILITY INCLUDES LACK OF SPACE ON 
PHILIPPINE SHIP. 

4. WE DO NOT BELIEVE SITUATION AS DESCRIBED WARRANTS OUR 
GOING TO CENTRAL BANK SEEKING DELETION OF CONDITION ON 
LETTERS OF CREDIT WHEN THERE IS EXISTING PROCEDURE READY 
FOR RECOURSE IN CASE OF NON-AVAILABILITY OF PHILIPPINE 
SHIPS AND WHEN WE HAVE NO REPEAT NO HISTORY OF FAILURE 
OF THIS PROCEDURE TO WORK. TO DO SO COULD RE-OPEN THE 
WHOLE COTTON PROBLEM AND UNDERMINE AN ESSENTIALLY WORKING 
ARRANGEMENT. WE SUGGEST THAT DEPARTMENT MAY WISH TO 
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CONSULT WITH THE PHILIPPINE EMBASSY SO THAT IT MAY BE AWARE 
OF THE PROBLEM, NOTING THE FLEXIBILITY STATED IN THE CB 
CIRCULAR AND THE NEED FOR THE CONSULS AT THE PORTS 
TO BE RESPONSIVE TO SMOOTH FLOW OF NORMAL TRADE. 

SULLIVAN 
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